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SUMMARY: SPOT YEN RATE BROKE THROUGH 300 YEN PER DOLLAR 
LEVEL ON FRIDAY, AUGUST 2. SPOT TRADING VOLUME HEAVY. END 
SUMMARY. 

1. ON AUGUST 2 SPOT YEN RAT OPENED AT 299.70 YEN PER 

DOLLAR AND DURING DAY TRADED AS LOW AS 304.4 YEN PER DOLLAR. 
CLOSING RATE REGISTERED 301.0 YEN PER DOLLAR, WITH 
REPRESENTATIVE RATE FOR DAY AT 299.8. THIS REPRESENTS FIRST 
TIME SINCE FEBRUARY 1973 (BEGINNING OF YEN FLOAT) THAT YEN/ 
DOLLAR RATE HAS EXCEEDED 300 YEN PER DOLLAR LEVEL. TOTAL 
VOLUME IN SPOT MARKET REGISTERED 133.4 MILLION DOLLARS. 
FORWARD RATES ALSO DECLINED CONSIDERABLY, WITH 3-MONTH 
FORWARD MOVING TO PREMIUM OVER SPOT AT 303.0 YEN PER DOLLAR 
(PREMIUM OF 4.27 PERCENT) ON AUGUST 2. 

SIX MONTH FORWARD CLOSED AT 299.55 YEN PER DOLLAR 
(DISCOUNT OF 0.17 PERCENT). TOTAL VOLUME IN FORWARD MARKET 
REGISTERED 77.9 MILLION DOLLARS. TOTAL SWAP MARKET VOLUME 
4.6 MILLION DOLLARS. 

2. AS REPORTED IN REFTELS, YEN HAS BEEN STEADILY WEAKENING 
ON TOKYO FOREX MARKET IN RECENT SEVERAL WEEKS. BOJ OFFICIAL 
REITERATES THAT PROBLEM IS ONE OF HEAVY DEMAND FOR FOREIGN 
EXCHANGE WITH LITTLE A VAIL ABIT, TTY ON SUPPLY SIDE. 

SAME OFFICIAL CONTINUES TO REMAIN PESSIMISTIC REGARDING 
INCREASE IN SUPPLY OF FOREIGN EXCHANGE ON MARKET SINCE 
AUGUST EXPORTS ALMOST CERTAIN TO BE OFF DUE TO SEASONAL 
PATTERN (VACATIONS, ETC.). TOTAL IMPORT BILL, HOWEVER, WILL 
REMAIN HIGH. REGARDING AUGUST 2 BREAK THROUGH 300 YEN 
PER DOLLAR LEVEL, BOJ SOURCE STATED THAT EXPECTED DEMAND FOR 
FOREIGN EXCHANGE ON MONDAY, AUGUST 5 ANTICIPATED A 
300-400 MILLION DOLLARS (INCLUDING USANCE CREDITS FALLING 
DUE OVER WEEKEND AUGUST 3-4), WHILE OUTLOOK FOR EXPORT BILL 
PURCHASES (SOURCE OF DOLLAR FUNDS) IS POOR FOR SAME PERIOD, 

IN AREA OF 100-150 MILLIONDOLLARS . UPON QUERY BY 
ASST FINATT, SAME OFFICIAL INDICATED HE WOULD NOT 
BE SURPRISED TO SEE RATE MOVE AS FAR AS 3 10 YEN PER DOLLAR 
LATER THIS MONTH. 

3. REGARDING BOJ INTERVENTION, ASST FINATT WAS 

TOLD THAT INTERVENTION HAD BEEN VERY MODERATE OR "SYMBOLIC" 
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DURING WEEK JULY 29 AUG 2. TOTAL OF ONLY APPROXIMATELY 
40 MILLION DOLLARS WAS SOLD BY BOJ, 20 MILLION DOLLARS ON 
MONCAY, JULY 29 AND APPROX 20 MILLION DOLLARS ON 
FIRDAY, AUG 2. PREVIOUS WEEK (JULY 22-26), BOJ OFFICIAL 
INDICATED INTERVENTION TOOK PLACE ONLY ON FRIDAY, JULY 26 AND 
TOTALLED ONLY FEW MILLION DOLLARS. BOJ SEEMINGLY RELUCTANT 
TO ENGAGE IN HEAVY AMOUNTS OF DOLLAR SALES. HOWEVER, SUPPLY 
DEMAND GAP FOR DOLLARS IN COMING DAYS AND WEEKS EXPECTED 
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TO BE SIGNIFICANT, WHICH MAY NECESSITATE INCREASINGLY HEAVIER 
INTERVENTION ON PART OF BOJ. 

4. EMBASSY HAS ALSO HAD NUMBEROUS INDICATIONS FROM 
PETROLEUM INDUSTRY, GOVERNMENT, AND BANKING SOURCES THAT 
WEAKENING YEN DRIVING OIL IMPORT BILL TO UNACCEPTABLE 
HEIGHTS. CURRENT CONTROLLED WHOLESALE PRICE LEVEL ON 
PETROLEUM PRODUCTS CALCULATED LAST MARCH ON BASIS 290 YEN 
TO DOLLAR AND WAS DESIGNED TO GIVE PETROLEUM INDUSTRY A 
CUSHION THAT IS NOW GONE. ACCORDING TO ONE ESTIMAT, A 
TEN YEN CHANGE IN EXCHANGE RATE TRANSLATES INTO YEN 440 
MILLION PER DAY CHANGE IN JAPAN'S OIL IMPORT BILL. THUS THE 
WEAKER THE YEN RATE BECOMS, GREATER IS EFFECT OF HIGHER OIL 
IMPORT PRICES IN AGGRAVATING DOLLAR SUPPLY-DEMAND 
GAP. 

HODGSON 
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